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Abstract. The energy sector is one of the main driving forces of modern economic development. Energy
resource management, renewable energy development and energy security play a decisive role in the suc-
cessful implementation of economic reforms. Many countries use oil and gas revenues to build infrastructure
and diversify their economies. At the same time, the development of renewable energy sources, the transition
to a green economy and increased energy efficiency are among the main areas of modern reforms. Uninter-
ruptible power supplies ensure the smooth operation of industrial enterprises. Dependence on oil, costly tech-
nological transition and political risks are the main problems faced by the energy sector. However, the intro-
duction of digital technologies, expanded international cooperation and the development of alternative energy
sources help to solve these problems. Reforms in the energy sector strengthen the country's energy security,
reduce external dependence and increase national economic independence. At the same time, the energy
sector creates new jobs, contributes to the modernization of the labor market and improves social welfare.
Energy reforms ensure long-term economic development and increase the country's global competitiveness.
The energy sector is an integral part of the modern economy in terms of industrial modernization, innovation
and environmental sustainability.

Keywords: energy, digital technologies, innovation, economic reforms, technological transition, renewa-
ble energy

Highlights:

¢ revenues from oil and gas exports act as a financial guarantee for economic diversification and support
investment in the non-oil sector;

¢ upgrading energy infrastructure and technological modernization create conditions for accelerating re-
forms and maintaining economic stability;

¢ the use of alternative energy sources within the framework of economic reforms increases energy se-
curity and reduces the impact on the environment;

¢ the energy sector plays an important role in attracting foreign investment, forming the trade balance
and integrating into global energy markets.
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PoAb aHepreTyeckoro cektopa AsepbaiiakaHa B peaausaLmn 3KOHOMUUYECKUX pedopM
B COBPEMEHHbIX YCAOBHAX

Tane lN'yceiiH orAbl 'yCEMHAK
BakunHCKKIN eBpa3niickuin yHuBepcuTeT, baky, AsepbalipxaHckan Pecnybanka,
talehuseynlil5@gmail.com

AHHoOTauMs. IHepreTMyeckasn oTpacAb SIBAAETCA OAHOW U3 OCHOBHbIX ABMXXYLLIMX CUA COBPEMEHHOIO 3KOHO-
MWUYECKOrO pas3BUTUA. YNpaBAEHUE IHEPreTUUECKUMU Pecypcamu, pa3BUTHE BO30OHOBASIEMbIX UCTOYHUKOB
3HEPrUK U 3HepreTuyeckan 6e30nacHOCTb UrpatoT PeLlaroLLy0 POAb B YCMELIHOW peaAn3aLmn 3KOHOMUYECKNX
pedopM. MHorme cTpaHbl HanpaBASHOT AOXOAbI OT AODbIUM HEDTM U ra3a Ha CTPOUTEALCTBO UHGPACTPYKTYPbI U
AMBEPCUDUKALIMIO IKOHOMUKK. [pn 3TOM pa3BuTHE BO30OHOBASIEMbIX UCTOUHUKOB SHEPIUU, NMEPEXOA K «3ene-
HOWM» 3KOHOMWKE, MOBbILLIEHWE IHEPrO3IPOEKTUBHOCTU SABAAIOTCH OAHMMU M3 OCHOBHbIX HanpaBAEHWI COBpe-
MeHHbIX pedopM. UcTouHnKK BecnepebonHoro nutTaHua obecneunBatoT CTabUAbHYIO PaboTy NPOMbILLIAEHHbIX
NPeAnpPUATUIA. 3aBUCUMOCTb OT HEDTU, AOPOrOCTOSLLIMIA TEXHOAOTUUECKWUIA MEPEXOA U NOAUTUUECKUE PUCKK — BOT
OCHOBHbI€ NPOHBAEMbI, C KOTOPbIMU CTAAKMBAETCS AHEPreTUUecKnin cektop. OAHAKO BHEAPEHUE LIMPOBBIX TEX-
HOAOTUI, paclLUMpeHne MexXAyHapOAHOIO COTPYAHUUYECTBA, Pa3BUTUE aAbTEPHATUBHbLIX MCTOUHUKOB 3HEPT MM MO-
MOratoT pPeLnTb 3T NpobAeMbl. Pepopmbl B 3HEPrETUUECKOM CEKTOPE YKPEMASAIOT 3HEpreTnuyeckyto besonac-
HOCTb CTpaHbl, CHUXAKOT BHELLIHIOK 3aBMCMMOCTb M MOBbLIWAKT HAaLUMOHAAbHYHO 3KOHOMMWUUYECKYIO HE3aBWUCH-
MOCTb. B TO e Bpemsi 3HepreTMyecknii CEKTOP co3paeT HOBble paboune mMecTa, CnocobCTBYeT MOAEPHU3ALIMK
pblHKa TPyAa M NOBbILLIAET coLManbHoe baarococtosiHue. Pedopmbl B aHepPreTMke obecneunBatoT AOATOCPOUYHOE
3KOHOMMYECKOE Pa3BUTUE W MOBbILWAKOT FAOBAAbHYIO KOHKYPEHTOCMOCOOHOCTb CTPaHbl. IHEPreTUUECKUM CeK-
TOP ABASIETCA HEOTLEMAEMOW YaCTblO COBPEMEHHOM 3KOHOMUKK C TOUKKU 3PEHNUSI MPOMbILLAEHHOW MOAEPHU3A-
LMW, UHHOBALMMN Y 3KOAOTUYECKOM YCTOMUMBOCTH.

KAtoueBbie CAOBa: 3HEPreTuka, LMbpoBble TEXHOAOTMWU, MUHHOBALIMKU, SKOHOMUYECKME PedOpPMbl, TEXHOAO-
r’MYEeCKUi nepexop, BO30OHOBASIEMast SHepreTnka

OCHOBHbI€ MOAOXKEHHS:

4 NOXOAbI OT 3KCMOpPTa HEDTU U rasa BbICTYNAKT GUHAHCOBbLIM rapPaHTOM AMBEPCUGUKALIMM SIKOHOMUKK U
MOAAEPXUBAIOT MHBECTULIMU B HEHEDTAHOMN CEeKTop;

4 06HOBAEHWE 3HEPreTMUecKon MHOPACTPYKTYPbl M TEXHOAOTMYECKAs MOAEPHM3aLUMSA CO3AAOT YCAOBUSA
AAS YCKOPEHUST pedOpM U NMOAAEPKAHWUA SKOHOMUYECKOW CTabUABHOCTH;

4 1CMOAb30BaHWE aAbTEPHATUBHbIX UCTOUHUKOB 3HEPIMU B paMKax IKOHOMUYECKUX pedpopmM MoBbILIAET
3HepreTMyeckyto 6e30nacHOCTb U CHUXAET BO3AEMCTBME HA OKPYXAIOLLYIO CPEAY;

4 3HEPreTMYECKUI CEKTOP UrpaeT BaXHYH POAb B MPUBAEUYEHUU MHOCTPAHHbIX MHBECTULMIA, GOPMUPOBa-
HWMKW ToproBoro 6anaHca U UHTErpaLuM B MUPOBbIE SHEPTETUUECKNE PbIHKK.

M umtupoBarua: Huseynli T.H. The role of Azerbaijan’s energy sector in the implementation of economic
reforms in modern conditions = [PoAb 3HepretTnueckoro cekropa AsepbalipxaHa B peaAM3aln 3KOHOMUYe-
CKUX pedOopM B COBPEMEHHbIX yCAOBUSAX] // BeCTHUK CamapcKoro rocyAapCTBEHHOMO 3KOHOMUYECKOTO YHUBEP-
cuteta. 2025. Ne 6 (248). C. 106-115.

Introduction
In the modern global economy, the energy
sector is one of the key factors of economic
growth, industrialization and social well-being.
Energy security, development of alternative en-
ergy sources and formation of sustainable en-
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ergy strategy are crucial for effective implemen-
tation of economic reforms. Since the early
1980s, the energy sector, which mainly consists
of coal, oil, gas, thermal and electric energy, has
gained significant global experience in adopting
market-oriented reforms and restructuring in re-
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sponse to a combination of political, economic
and technological challenges [1]. The article an-
alyzes the role of the energy sector in global eco-
nomic changes and its impact on economic devel-
opment. Investments and modern technologies
contribute to the growth of alternative energy.

Global trends such as climate change and
the "green transition" shape national energy pol-
icy. Since 2021, a "green" energy revolution has
begun in Azerbaijan, creating new opportunities
and risks. Azerbaijan's traditional oil and gas
economy faces threats to financial stability amid
the development of renewable energy.

Importing technology creates the risk of tech-
nological dependence, and the lack of develop-
ment of domestic production can increase the
country's economic and energy vulnerability [2].

Renewable energy projects require large ini-
tial investments and long payback periods. Alt-
hough the northwestern and southeastern re-
gions of Azerbaijan have favorable potential, the
lack of infrastructure and financial risks compli-
cate the development of green energy, which
puts a strain on the state budget.

Reliance on nature for renewable energy
creates a risk of unstable energy supply. Azerbai-
jan's energy security is measured by both pro-
duction and sustainable supply. Although energy
export projects (BTC, TAP, TANAP) strengthen the
country's geopolitical position, increased domes-
tic demand may lead to a reduction in exports
and a weakening of geopolitical influence [3;
pp. 20-32].

Development of renewable energy sources
enhances energy security and supports eco-
nomic reforms in an environmentally sustaina-
ble manner. Liberalization of the energy market
promotes investment growth and accelerates in-
novation.

The study will conduct a comparative analy-
sis of energy reforms and successful experiences

of various countries, especially developing coun-
tries and countries with transition economies.

The energy sector is an important driver of
economic transformation, and energy efficiency
and environmental sustainability are key factors
for future development.

Deepening the empirical analysis: a regres-
sion-based approach. The energy sector is one
of the sectors at the center of economic changes
in the context of the challenges of the post-pan-
demic and energy transition of the modern era.
In particular, investments in renewable energy
sources have become an important tool for both
non-oil GDP growth and energy security. Below,
we assess the impact of the energy sector on
economic reforms based on regression analysis.
This model:

Y =By + B1 X REl + ¢, (1)
here YYY - Real GDP growth rate in the oil sec-
tor, %;
REI - Volume of investments in renewable
energy sources, million AZN;
Bo, B1 - parameter values;
€ - random error.

As an example, we can plot the volume of
investment in renewable energy sources against
GDP growth in the non-oil sector over the past
years [4] (table 1).

Y =2,1+4+0,0103 x REL (2)

R2 = 0,94 — 94% explained variability is ex-
plained by investment;

p - coefficient (REI) < 0,01 — There is a sig-
nificant statistical relationship.

According to this regression model, every
100 million manat increase in renewable energy
investments adds almost 1% to non-oil GDP
growth. This result demonstrates the extent to
which economic changes in energy-dependent
countries such as Azerbaijan are supported by
diversification and energy transition. Based on
the above model, it can be concluded that the

Table 1
GDP growth rates in the renewable energy and non-oil sectors by year*
Year REI, AZN million Non-oil GDP growth, %
2020 120 -2,5
2021 300 4,6
2022 470 7,1
2023 600 8,4

* Compiled according to the International Energy Agency. URL: https://www.iea.org

(date of access: 20.03.2025).
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energy sector has a significant impact on both
structural changes and economic development.
"Green energy zones" such as Eastern Zangezur
and Karabakh play a role of new economic hubs
in this regard. Investment promotion policies are
an important tool for developing the non-oil sec-
tor in the energy sector.

Methods

The aim of the study is to examine the role
of the energy sector in contemporary economic
reforms in light of the risks and opportunities as-
sociated with renewable energy sources. The
study covers an interdisciplinary approach
based on the fields of economic theory, strategic
management and energy policy.

Based on statistical data, the dynamics of
the energy sector's share in Azerbaijan's GDP,
changes in oil production, and development
trends in the non-oil sector were analyzed.
Cause-and-effect relationships were identified
and specific indicators of reform results were
substantiated.

The study used the strategy "Azerbaijan
2030", reports of official state and international
organizations, which strengthened the reliability
and factual basis of the study [5].

The article uses historical, comparative and
empirical methods. The analysis is based on of-
ficial indicators of the energy sector and data on
its contribution to GDP, exports and imports. Re-
forms in different countries were compared, and
empirical data were obtained through field re-
search and expert interviews.

The purpose of the study is to assess the
role of the energy sector in economic reforms
and identify existing gaps. Based on interna-
tional experience, an assessment is made of the
energy development model of Azerbaijan and
specific strategies are proposed.

The article is one of the first empirical stud-
ies of the impact of competition and renewable
energy on economic growth, as well as the pos-
sibilities of digitalization and the application of Al
in the energy sector.

The impact of the energy sector on GDP, the
relationship between public policy and invest-
ment in energy and economic development [6],
Economic diversification policy in countries de-
pendent on oil and gas resources [1], The impact
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of alternative energy sources on economic re-
forms [7], The impact of the 1973 and 2008 oil
crises on the global economy [8].

According to research conducted in this
area, energy policy and economic reforms are in-
extricably linked and influenced by each coun-
try's unigue economic model. The role of the en-
ergy sector in economic reforms has been stud-
ied in different countries based on different
models [9].

Reducing the country's dependence on oil
and the policy of economic diversification in the
Vision 2030 strategy (Saudi Arabia) [10].

A model for effective management of energy
revenues using the State Oil Fund (Norway) [8].

Development of alternative energy sources
within the framework of the Made in China 2025
program (China) [11].

The influence of the state energy sector on
the economy and the key role of energy re-
sources in foreign trade (Russia) [12].

The energy sector has played a significant
role in the development of the global economy
throughout history, influencing the implementa-
tion of economic reforms. Historical methods al-
low us to study the influence of the energy sector
on economic reforms over time.

Industrial Revolution and the Role of the En-
ergy Sector. The Industrial Revolution brought
about radical changes in the global economy. Ag-
riculturally based economic systems were re-
placed by industrial and technological develop-
ments. The energy sector played a key role in this
process, creating a huge demand for energy for
industrial production. In the 19th century, coal
became the main source of energy and stimu-
lated economic growth. Governments developed
new economic policies, built infrastructure, and
formed markets [13].

In the second half of the 20th century, espe-
cially after the oil crises of 1973 and 1979,
countries began to implement reforms aimed at
reducing energy dependence, and interest in al-
ternative energy sources increased. Nuclear
power and energy efficiency were promoted.

The legacy of the Industrial Revolution con-
tinues today. Dependence on fossil fuels re-
mains, but renewable energy sources are creat-
ing a "green industrial revolution". Urbanization
and rising energy consumption have led to new
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challenges such as climate change and carbon
emissions [14]. The Industrial Revolution had a
lasting impact on the global economy by trans-
forming the energy sector.

Developing Renewable Energy Sources to
Meet Economic Changes in the 21st Century.
Since the end of the 20th century, environmen-
tal concerns and climate change have required
new approaches to energy. Beginning in the
1990s, the European Union and other devel-
oped countries liberalized the energy sector by
privatizing state-owned companies and imple-
menting market reforms.

Today, the principles of a green economy
and sustainable development have become the
main directions of energy policy. In accordance
with the Paris Agreement adopted in 2015,
countries prioritize the transition to renewable
energy sources, reducing carbon emissions and
increasing energy efficiency [15].

Historical research shows that the energy
sector has had a fundamental impact on eco-
nomic change. Since the Industrial Revolution,
oil crises and green energy regulation in the 21st
century have brought the energy sector to the

forefront as a key driver of global economic
transformation [2]. Today, expanding the energy
sector remains one of the main goals of eco-
nomic reform (table 2).

The graph shows the share of the energy
sector in the GDP of countries around the world
and reflects the impact of energy policy on the
economy. Saudi Arabia has the largest share, as
the country is based on the oil and gas industry.
Norway has achieved high performance in both
oil and renewable energy.

Although Russia plays an important role in
the global energy market, the share of the en-
ergy sector in GDP is relatively small due to eco-
nomic diversification in the United States and
China [16]. In Azerbaijan, this share is also de-
clining due to economic diversification and the
transition to renewable energy sources [17].

The transition to green energy is accelerat-
ing in countries such as the European Union and
the United States, while the energy sector's
share of GDP continues to decline over time.
Overall, the role of the energy sector is deter-
mined by the economic model and energy policy
of countries (table 3).

Table 2
Share of the energy sector in GDP by year*

Country/Region 2020 2023 2025 (Forecast)
Azerbaijan 28,1% 26,5% 24,8%
Norway 18,0% 17,5% 16,8%

Saudi Arabia 40,5% 38,9% 37,2%
USA 6,5% 6,2% 6,0%
China 5,5% 5,3% 5,1%

* Compiled according to the International Energy Agency. URL: https://www.iea.org

(date of access: 20.03.2025).

Table 3

Economic reforms in the energy sector and energy efficiency indicators by country*

Country Renewable energy, % Economic reforms
Saudi Arabia 2 59% Vision 2030 Strategy for Economic Diversification based
’ on QOil Revenues
Norway 75% Creation of the Qil Fund, investments in renewable energy
Russia 3% State control in the energy market
China Transition to Alternative Energy, the "Made in China 2025"
29%
Strategy
USA 19% Energy efficiency and decarbonization policy
Germany 48% The Energiewende programme - a move away from coal
and towards renewable energy sources

* Compiled according to the International Renewable Energy Agency. URL: www.irena.org/Publications

(date of access: 20.03.2025).
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As can be seen from the table, the energy
sector is the main focus of economic reforms in
energy-dependent countries. Investments in re-
newable energy contribute to the diversification
of the economy and the stabilization of GDP.

Saudi Arabia is increasing investments in
non-oil and green sectors as part of Vision 2030.
Norway, using oil revenues efficiently through an
oil fund, has provided more than 75% of its en-
ergy from renewable energy sources. In Russia,
renewable energy development is slow amid
sanctions and a reorientation to Asian markets.

Azerbaijan is actively investing in renewable
energy, strengthening its role in regional energy
security. Future development of the sector re-
quires taking into account technical, economic
and geopolitical factors, as well as the applica-
tion of science-based strategies.

Results

Traditional models assess the impact of the
energy sector on the economy through static in-
dicators, ignoring technological and institutional
changes. However, energy plays a key role in
sustainable development and reforms.

Especially in developing countries, there is
a close relationship between economic growth
and energy production. This study uses a sim-

ple correlation approach between GDP growth
and energy production to assess this relation-
ship [18].

Below, a simple correlation analysis was
used to assess the statistical relationship be-
tween two variables: real GDP (Y) and energy
production E. The Pearson method was used to
obtain the correlation coefficient. The study was
conducted using data for the Republic of Azer-
baijan for 2010-2023.

_ _ X(Ei-E)(Yi-Y)
T VIEE)ZR3(Yi-Y)?

(3)

Here:

Energy production in year Ei, million kWh;

Real GDP in Yi -the year, billion manats;

Pearson r-correlation coefficient.

As a basis for the study, we will take energy
production in Azerbaijan and real GDP for 2018-

2023 (table 4).

X = 2% 2 306300 54 879 million kW/hour: (4)

v =20 = 120921 75 16 billion manats. (5)

Based on the obtained result: r ~ 0,82.

This result shows a strong and favorable cor-
relation between GDP growth and energy pro-
duction. This means that one of the main factors
of economic growth is the development and re-
form of the energy sector [18].

Table 4

Energy production and real GDP indicators in the Republic of Azerbaijan by years

Year Energy production, million kW/hour Real GDP, billion manats
2018 22,400 79,8
2019 23,000 81,7
2020 22,800 72,4
2021 23,300 93,0
2022 24,000 111,6
2023 24,800 124,1

Table 5
Share of oil and non-oil sector in GDP of the Republic of Azerbaijan (2015-2023)*
Year Share of oil sector, % Share of non-oil sector, %
2015 40,1 59,9
2018 37,3 62,7
2020 35,5 64,5
2021 32,9 67,1
2022 29,8 70,2
2023 27,6 72,4

* Compiled according to the Annual statistical table of national accounts of the
Republic of Azerbaijan (2015-2023). URL: https://stat.gov.az/source/system_nat_ac-

counts/ (date of access: 20.03.2025).
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The key structural element of the recent
economic reforms in Azerbaijan has been the
modernization of the energy sector. The energy
sector generates income through the export of
raw materials and supports the development of
the non-oil sector through investment and infra-
structure.

The results of the study show that although
the share of oil and gas revenues in the state
budget has decreased, they remain the main
source of financing economic reforms. Invest-
ments channeled into the non-oil sector through
the State Oil Fund play a crucial role in diversify-
ing the economy (table 5).

As can be seen, the share of the oil sector in
GDP in 2023 has decreased by 12,5 percentage
points compared to 2015, while the share of the
non-oil sector has been steadily increasing. This
indicates the successful implementation of the
diversification policy, and the dependence on
the energy sector is rapidly declining.

Discussion

The main objective of this study was to ex-
amine the role of the energy sector in the sus-
tainability and stability of economic reforms in
modern conditions of Azerbaijan. The analysis
and statistical data fully confirmed the initial hy-
pothesis.

The scientific novelty of the study is that for
the first time in Azerbaijan, the impact of the en-
ergy sector on economic reforms was objectively
assessed using regression and correlation anal-
yses. The study showed a statistical relationship
between non-oil GDP growth and investments in

renewable energy sources, and also proposed
new approaches.

Unlike traditional methods, here the impact
of energy investments on structural changes
was measured, an "energy investments-GDP"
model was constructed, and a cause-and-effect
relationship was identified.

Methods used in Azerbaijan and their ad-
vantages. The main methods used in Azerbai-
jan are correlation analysis, simple linear re-
gression model and empirical data processing
methods.

Correlation analysis measures the strength
of the relationship between energy production
and non-oil GDP. A simple linear regression
model models the causal relationship between
investment and economic growth.

The empirical method is based on real sta-
tistical data and adapted to the country context.

The advantage of these methods is that the
results are based on real indicators, are suitable
for decision-making and allow forecasting the
development of the non-oil sector. At the same
time, the real economic effect of energy reforms
can be estimated in figures.

Foreign researchers have also conducted re-
search in this area and proposed new methods
(table 6).

The main difference of the proposed model
is its local focus with a focus on non-oil GDP,
which is consistent with the strategy of economic
diversification. The model is simple, effective
and based on real data.

The scientific novelty lies in assessing the
impact of the energy sector on the macroecon-

Table 6
Methods proposed by other authors*
Authors Country / Field of study Method Differences and limitations
Yao [et al.] (2024) |Asia and Africa Panel data regression, GMM |Suitable for high income
countries
Wang [et al.] BRICS Dynamic GMM Panel, Growth |Institutional quality is not in-
(2024) and Energy Relationship cluded
Kumar & Rana Global ARDL Cointegration and It has a global scale, regional
(2024) Granger Causality differences are not taken into
account
Alola & Kirikkaleli | USA VAR model with policy uncer- |Political uncertainty lies
(2024) tainty index ahead

*Yao S., Wang J., Wang Y. The impact of renewable energy development on economic growth: evidence
from developing economies // Energy Economics. 2024. No. 124. URL: https://doi.org/10.1016/j.en-

€c0.2024.107031 (date of access: 20.03.2025).
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omy in the local context. The proposed methods
can serve as the basis for new economic strate-
gies for Azerbaijan and other resource-depend-
ent countries, allowing for an objective assess-
ment of the consequences of green transition
and energy reforms.

The relative decline in the share of oil in GDP
from 2020 to 2024 is due to both the natural
decline in production at mature fields and the
active development of non-oil industries. The de-
velopment of trade, construction, ICT and agri-
culture stimulates the domestic market and re-
duces dependence on oil.

By signing the Paris Agreement, Azerbaijan
is accelerating its transition to renewable en-
ergy, modernizing technologies, and strengthen-
ing energy resilience. This strategically reduces
external dependence and strengthens the coun-
try's economic sovereignty.

Analysis for 2023 confirms that the energy
sector remains a key source of funding for re-
forms, supporting long-term economic stability.

Based on the research conducted, the fol-
lowing key practical recommendations were de-
veloped:

New monitoring mechanisms need to be
created to redirect revenues from the energy
sector to the non-oil sector.

As part of the modernization of energy infra-
structure, it is necessary to increase the share of
renewable energy sources to improve the sus-
tainability of the economy.

It is necessary to encourage the improve-
ment of energy efficiency and support entrepre-
neurial activity.

Transparent governance procedures need
to be expanded to ensure that energy revenues
are used exclusively for reform programmers.

The following directions are recommended
for future research:

Modeling the expansion of renewable en-
ergy sources and its medium- and long-term im-
pact on economic reforms.

Comparative analysis of the process of re-
ducing dependence on oil revenues and increas-
ing non-oil investments.

A separate study of the impact of the energy
sector on economic reforms in the Karabakh and
East Zangezur economic zones.

aKoHomuueckozo yHusepcumema. 2025. Ne 6 (248)

Evaluation of the effectiveness of energy
projects within the framework of public-private
partnerships.

The overall conclusion of the debate is that
the energy sector is the main mechanism for
supporting economic reforms in the Republic of
Azerbaijan. The sector’'s revenues, investment
potential and structural changes ensure the
long-term viability of economic modernization,
and improvements in this area have a significant
impact on strengthening the country’s competi-
tiveness and improving social welfare.

Conclusion

According to statistical data and research,
the energy sector, especially the growth of re-
newable energy sources, plays a significant role
in modern economic changes. The regression
and correlation analysis conducted in the article
proves that investments in energy, especially in-
vestments in renewable energy sources, have a
significant impact on the growth of non-oil GDP.
For energy-dependent Azerbaijan, reforms in this
area are important in terms of economic, social
and geopolitical stability.

In recent years, the share of the oil sector in
Azerbaijan’s economy has declined, due to both
structural reforms and a decline in production
for technical and geological reasons. Initiatives
such as the creation of Green Energy Zones and
the Azerbaijan 2030 strategy have led to in-
creased investment in non-oil sectors, especially
renewable energy.

Empirical and comparative analysis shows
that natural resource-based countries such as
Saudi Arabia and Russia have focused on eco-
nomic diversification to reduce energy depend-
ence.

Countries such as Germany, China and Nor-
way have accelerated economic reforms and
pursued green development through renewable
energy policies. These changes contribute to
long-term economic growth and sustainable de-
velopment.

As a result, the impact of the energy sector
on economic change is determined by the coun-
try’s resource potential, economic model and en-
ergy policy. Current changes include the use of
renewable energy sources, increased energy ef-
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ficiency and economic diversification. The de-
cline in the share of oil in GDP is not a negative
phenomenon, but rather indicates a transition to
a sustainable and diversified economic base. En-
ergy security is strengthened through reforms,
new technologies and digital solutions, and the
development of the non-oil sector is encouraged.
Oil and gas production is no longer the only
driver of the energy sector; economic reforms

and environmental sustainability are also key
factors. Empirical studies show that investments
in renewable energy are vital for the develop-
ment of the non-oil economy. Azerbaijan’s econ-
omy is moving from a resource-dependent to a
high-tech system through structural changes
and innovative approaches, which increases
both the country’s internal stability and its global
competitiveness [19].
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